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SUBJECT: U.S. TRADE ACT - VENEZUELA GSP EXCLUSION 

1. IN COURSE OF LUNCHEON CONVERSATION, DIRECTOR OF COMMERCIAL 
POLICY OF INSTITUTE OF FOREIGN TRADE, DARIO BAUDER, TOLD EMBOFF 
THAT ELIMINATION OF ECUADOR AND VENEZUELA FROM EXCLUSION OF GSP 
BENEFITS IN TRADE ACT WOULD NOT BE SUFFICIENT TO PLACATE 
VENEZUELA'S EXTREME DISPLEASURE WITH DISCRIMINATORY FEATURES OF 
ACT. BAUDER SAID ACT CONTAINS SEVERAL DISCRIMINATORY AND COERCIVE 
ASPECTS WHICH ENABLE THE UNITED STATES TO HOLD CLUB OVER HEAD 

OF LDC'S WHO DO NOT ACT ACCORDING TO U.S. WISHES. IN 
ADDITION TO GSP EXCLUSION BASED ON OPEC MEMBERSHIP, BAUDER 
REFERRED TO BALANCE OF PAYMENTS CONDITIONS AND EXPROPRIATION 
FEATURES OF LAW ENABLING UNITED STATES TO DENY GSP 
PREFERENCES. 

2. EMBOFF WAS TAKEN BACK BY INTENSITY WITH WHICH BAUDER, WHO 

IS NORMALLY A COOL AND COLLECTED DIPLOMAT. CRITICIZED TRADE ACT. 

IN ORDER TO BE PERFECTLY SURE OF BAUDER'S POSITION, EMBOFF ASKED, 
"ARE YOU SAYING THAT IF VENEZUELA AND ECUADOR WERE RELIEVED FROM 
GSP EXCLUSION BY VIRTUE OF THE FACT THAT THEY DID NOT PARTICIPATE 
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IN ARAB OIL EMBARGO, THAT VENEZUELA WOULD DEMAND THAT ALL OPEC 
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MEMBERS BE GIVEN SIMILAR TREATMENT?" BAUDER REPLIED AFFIRMATIVELY 
AND SAID THAT IN ORDER FOR VENEZUELA TO BE CONSISTENT WITH ITS 
POSITION THAT ALL LDC'S HAVE THE RIGHT TO PARTICIPATE IN CARTELS 
AND OTHER ARRANGEMENTS IN ORDER TO IMPROVE THEIR TERMS OF TRADE, 
VENEZUELA WOULD HAVE TO TAKE THIS POSITION. 

3. IN RESPONSE TO EMBOFF'S QUESTION AS TO WHETHER THIS WAS THE 
OFFICIAL POSITION OF THE VENEZUELAN GOVERNMENT, BAUDER DEMURRED 
BUT SAID THAT HE IS SURE IT IS THE THINKING OF MANY GOV OFFICIALS 
AND THAT THIS MESSAGE WAS CLEARLY IMPLIED, IF NOT EXPLICITLY 
STATED, BY AMBASSADOR MACHIN DURING THE RECENT OAS SPECIAL 
CONFERENCE. HE EMPHASIZED THAT AMBASSADOR MACHINE WAS SPEAKING 
UPON DIRECT ORDERS FROM THE PRESIDENT WHEN HE MADE HIS REMARKS AT 
THE OAS MEETING. HE ADDED THAT HE DID NOT KNOW WHETHER FOREIGN 
MINISTER ESCOVAR TOOK THE SAME LINE WITH SECRETARY KISSINGER 
BECAUSE ESCOVAR HAD IUST RECENTLY BEEN APPOINTED AND MAY NOT HAVE 
RECEIVED ORDERS FROM THE PRESIDENT IN THIS REGARD. 

4. CONCERNING THE RECENT EFFORTS MADE BY THE AMERICAN CHAMBER OF 
COMMERCE IN VENEZUELA TO HAVE THE TRADE ACT AMENDED TOWARD 
ELIMINATING VENEZUELA FROM THE GSP EXCLUSION, BAUDER SAID 

THESE PEOPLE HAVE THEIR OWN INTERESTS AND ARE NOT AWARE OF THE 
POLITICAL AND PHILOSOPHICAL NECESSITY OF VENEZUELA SUPPORTING THE 
POSITION OF NON-DISCRIMINATOR Y TREATMENT FOR ALL LDC'S WHO BAND 
TOGETHER TO OBTAIN A IUST PRICE FOR THEIR PRIMARY EXPORTS. 

BAUDER ACKNOWLEDGED THAT IF ATTEMPTS TO ELIMINATE ONLY VENEZUELA 
AND ECUADOR FROM THE GSP EXCLUSION WERE SUCCESSFUL, THIS MAY HAVE 
A COUNTER-PRODUCTIVE EFFECT ON U.S.-VENEZUELAN RELATIONS WHEN THE 
U.S. CONGRESS REALIZED THAT VENEZUELA WAS NOT SATISFIED IN HAVING 
ONLY ITS OWN INTERESTS PROTECTED. BAUDER STRESSED THAT THE 
ECONOMIC CONSEQUENCES OF THE GSP EXCLUSION ARE INSIGNIFICANT 
BECAUSE BY THE CALUCULATIONS OF THE INSTITUTE OF FOREIGN TRADE, 

LESS THAN $100 MILLION WORTH OF EXPORTS WOULD BE AFFECTED. 

IN THIS CONNECTION EMBOFF OBSERVED THAT VENEZUELA, DESPITE FRE- 
QUENT REQUESTS FROM THE EMBASSY, HAD NEVER SUBMITTED A LIST OF 
PRODUCTS FOR GSP INCLUSION BAUDER REPLIED THAT THE GOV DID NOT 
WISH TO LIMIT ITSELF TO ONLY 50 PRODUCTS AND THAT FURTHERMORE 
THE U.S. GOVERNMENT SHOULD HAVE KNOWN WHICH PRODUCTS WOULD BE 
OF INTEREST TO VENEZUELA, AS WELL AS THE OTHER LDC'S. HE ADDED 
THAT SOME OF THE MOST IMPORTANT PRODUCTS TO THE LDC'S, SUCH AS 
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TEXTILES AND SHOES, ALREADY HAVE BEEN EXCLUDED FROM CONSIDERATION 
AND THAT IT WAS A GENERAL FEELING THAT WHENEVER AN LDC EXPORT 
HAD PROSPECTS FOR BEING COMPETITIVE IN THE U.S. MARKET. THAT IT 
WOULD PROBABLY BE EXCLUDED UNDER THE TERMS OF THE ACT AS ENDANGERING 
U.S. DOMESTIC INDUSTRIES. 

5. WHEN PRESSED UPON TH CONCLUSION OF THE CONVERSATION AS TO 
WHETHER IT WAS THE POSITION OF THE VENEZUELAN GOVERNMENT THAT 
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OBTAINING ELIMINATION OF VENEZUELA FROM THE GSP EXCLUSION WOULD 
BE TO NO AVAIL, BAUDER SAID THAT WHILE THIS POSITION HAS NOT 
BEEN ENUNCIATED AS GOVERNMENT POLICY, IT WAS CERTAINLY THE POSI 
TION HELD BY MANY INFLUENTIAL GOVERNMENT OFFICIALS. 

6. COMMENT: WHILE EMBASSY IS NOT SURE TO WHAT EXTENT BAUDER'S 
STATEMENTS REPRESENT OFFICIAL GOVERNMENT POSITION REGARDING 
POSSIBLE ELIMINATION OF VENEZUELA FROM GSP EXCLUSION, HE SHOULD 
BE IN POSITION AT LEAST TO REFLECT VIEWS OF ICE. THERE EXIST 
STRONG GROUNDS TO BELIEVE THAT GOV MAY VERY WELL PREFER ROLE OF 
MARTYR AND DEFENDER OF LDCS 1 RIGHT TO FORM CARTELS IN OAS FORUM 
RATHER THAN DUBIOUS ECONOMIC BENEFITS WHICH WOULD BE DERIVED 
FROM GSP INCLUSION. 

MCCLINTOCK 
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